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“An order imposing penalty for failure to carry out a statutory
obligation is the result of a quasi- criminal proceeding, and penalty will
not ordinarily be imposed unless the party obliged either acted
deliberately in defiance of law or was guilty of conduct contumacious or
dishonest, or acted in conscious disregard of its obligation. Penalty will
not also be imposed merely because it is lawful to do so. whether penalty
should be imposed for failure to perform a statutory obligation is a matter
of discretion of the authority to be exercised judicially and on a
consideration of all the relevant circumstances. Even if a minimum penalty
Is prescribed, the authority competent to impose the penalty will be
justified in refusing to impose penalty, when there is a technical or venial
breach of the provisions of the Act or where the breach flows from a
bonafide belief that the offender is not liable to act in the manner
prescribed by the statute.”
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Section 35: Recovery of Tax by way of Tax Deduction at Sour ce-

“ (1) Notwithstanding anything contained in sub-section (1) of Section 22,
every person responsible for making payment to any dealer (hereinafter in
this section referred to as the contractor) for discharge of any liability on
account of valuable consideration payable for the transfer of property in
goods(whether as goods or in any other form) in pursuance of a works
contract, not being a building contract of such class or value as may be
notified by the State Government in public interest in this behalf, shall, at
the time of making such payment to the contractor, either in cash or in any
other manner, deduct (an amount equal to six percent) of such sum towards
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part or, as the case may be, full satisfaction of the tax payable under this
Act on account of such works contract;
Provided that the Assessing Authority may, if satisfied that it is expedient in the
public interest so to do and for reasons to be recorded in writing, order that in
any case or class of cases no such deduction shall be made or, as the case may
be, such deduction shall be made at alesser rate,”
Provided Further that where any deduction has been made by a contractor
from the payment made to his sub-contractor in accordance with sub-section (3),
the amount of such payment shall be deducted from the amount on which
deduction is to be made under this sub-section.
(4) The amount deducted under sub-section (1) or sub-section (2) or sub-section
(3) shall be deposited into the Government Treasury by the person making such
deduction before the expiry of the month following that in which deduction is
made.
(8) if any such person asis referred to in sub-section (1) or in sub- section (2) or
in sub-section (3), fails to make the deduction or after deducting fails to deposit
the amount so deducted as required in sub-section (4), the Assessing Authority
may, after giving such person an opportunity of being heard, by order in writing,
direct that such person shall pay, by way of penalty, a sum not exceeding twice
the amount deductible under this section but not so deducted and, if deducted,
not so deposited into Government. Treasury.
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